
 
 
I have a position in this security at the time of posting and may trade in and out of this position.  This is 
not a recommendation for anyone to purchase or sell this stock.  Please do your own research. 
 
Idea:   CKX Lands (“CKX”) 
Market Cap:  $19mm 
Price:  $9.95 (5/17/2019) 
 
As value investors our primary objective is to find companies where price does not reflect fundamental 
value.  CKX fits this bill as it is currently trading at ~50% of my NAV estimate.  Perhaps more interesting, 
however, is what has been going on behind the scenes.  Recent management turnover and a revamped 
board position the company to improve shareholder returns.  For such a small entity CKX has secured a 
pretty impressive set of directors, including: 
 

 Michael White: Successful investor in energy and real estate.  Manages his family office through 
his investment company, Ottley Properties. 

 Daniel J. Englander: Former investment banker at Allen & Co.  Manages his family office through 
his investment company, Ursula Capital Partners.  Since 2007 he has been a director of Copart, 
the $15bn auto salvage auction company. 

 William Gray Stream: Manages his family office through his investment company, Matilda 
Stream Management.  Early investor in, and current director of, Waitr Holdings which came to 
market last year through a SPAC.  Crunchbase shows the company raising $10mm in March 
2017, which based on the 22.5mm rollover shares implies a cost basis of $0.44/sh (vs. current 
share price of $7.75). 

 
These individuals are personally invested in the company with Michael owning 19% of shares 
outstanding and Daniel/Gray at ~2.5% each.  Michael has been on the board since 2013 while Daniel and 
Gray replaced two directors in October of 2018.  Additionally, the company replaced its prior CEO with 
Lee Boyer in August of 2018.  Several board members (including Michael, Gray, and Lee) have recently 
added to their holdings.  Through our conversations I have found them to be extremely motivated in 
both creating shareholder value and reducing the market disconnect to fair value. 
 
CKX owns over 14k acres of land in the surrounding Lake Charles area in southwest Louisiana.  At the 
current price the company is trading at $1,200 / acre.  Based on my sum of the parts I believe the 
company is worth $15-$19, even after accounting for taxes on potential dispositions (the assets have a 
very low basis). 
 



  Multiple Value ($mm) 
 $mm Metric Current Low High Current Low High 
   Timberland Acres 10,522  $1,500 $2,000  15.8 21.0 
   Metropolitan Acres 194  $25,000 $35,000  4.9 6.8 
   Agriculture Acres 2,380  $3,500 $5,000  8.3 11.9 
   Oil & Gas Royalty 2018 EBIT $0.581  1.5x 2.5x  0.9 1.5 
   Marsh Acres 895  $- $500  - 0.4 
   Taxes (25%)      (7.5) (10.4) 
Total Asset Value 14,571  $1,197   17.4 22.4 31.2 
   Cash & Securities     6.2 6.2 6.2 
Net Asset Value     19.3 28.6 37.5 
NAV Per Share     $9.95 $14.73 $19.29 
% from Current     -% +48% +94% 
 
Before getting into an analysis of these assets it is important to consider a few qualitative issues.   
 
The first relates to the strategic direction of the company and capital allocation.  Given the low ROA of 
timber assets, the company’s lack of scale, and their tax inefficient corporate structure (CKX is a C-Corp 
while most timber companies are REITs) it is hard to find a scenario where it generates significant 
earnings in its current state.  The board is looking to utilize its cash on the balance sheet along with cash 
from future dispositions to deploy elsewhere.  They recognize that the company should not acquire a 
company just for the sake of doing a deal; rather given their professional network and investing acumen, 
they hope to find a unique situation where they can bring value to the table.  While this does create 
investment risk, I am comfortable given the quality of investors at the helm and our alignment as 
shareholders.   
 
Secondly, a large portion of the company’s net acreage comes through their 17% ownership in Walker 
Louisiana Properties (“WLP”).  This structure results in a lack of operational control that complicates any 
potential transaction on these properties.  Nonetheless, CKX wholly owns 7,500 acres which should be 
straightforward enough to sell. 
 
Thirdly, to date the company has had very minimal IR outreach (no press releases, presentations, public 
calls).  They recognize that this partially explains the valuation gap and I would not be surprised to see 
them take efforts on this front. 
 
Lastly, there is obviously the opportunity for the company to execute M&A in a tax-efficient manner 
(1031 exchange, opportunity zones).  The tax drag accounted for in my sum of the parts represents $4-
$5 per share.  
 
Timberland Overview 
 
CKX has 10,522 net acres of timberland that primarily consist of southern yellow pine and hardwood.  
The properties are all located in southwest Louisiana and are concentrated in the Calcasieu, Beauregard, 
and Allen parishes.  There are several large sources of demand for timber, from either lumber or 
containerboard manufacturers, located nearby. 



 
 
 
 
 
 
 
 
 
 
 
 
Note: blue acreage is 100%S owned, red acreage is 16.7% owned, and yellow acreages is other percentile owned.  
 
Looking back to ’08-’09, the crash in housing activity sapped demand for lumber and forced sawmills to 
take drastic action.  From 2008 to 2010 these operators removed about 15% of capacity while bearing 
utilization rates of just 67%.  Over the past decade capacity has re-entered the market and utilization 
rates are back to >90%.  Despite the increase in demand from lumber manufacturers, timber prices 
never recovered from the financial crisis. 
 
Southwest Lumber Capacity Southern Softwood Price, Production & Inventory 

 
Source: Forisk. http://forisk.com/blog/2018/07/12/southern-
lumber-producers-past-present-future/ 

 

 
Source: Forisk. 
http://forisk.com/blog/2017/11/02/sawtimber_supply_forecasts/ 

The reason for this disconnect relates to elevated levels of southern timber supply.  This dynamic was 
highlighted in a 2018 Wall Street Journal.   
 
It is important to remember that timber management is a regional business.  Logging and hauling 
represent ~50% of the cost of delivered timber to a sawmill (with the remaining portion, referred to as 
stumpage, going to the timber provider).  Additional tonnage miles result in higher labor, fuel, and 
equipment depreciation costs; timberland that is closer to a manufacturing facility should theoretically 
receive higher prices for this reason.  Through my conversations with industry participants I understand 
that you do not want to transport timber more than 45-70 miles.  Forisk Consulting produces a regional 
heat map that compares local supply vs demand.  Based on this analysis it appears that the CKX parishes 
are well positioned as they are classified on the more constrained side of the scale. 
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Source: Forisk consulting.  From Catchmark Timber Trust investor presentation, August 2018. 

 
This attractive supply demand dynamic is reflected in regional price discrepancies.  A comparison of 
different geographies within Louisiana highlights this fact.  Stumpage prices in southwest Louisiana 
received almost 8% higher prices than in the Northwest during Q4 2018. 
 

 
 

Source: Louisiana Department of Agriculture & Forestry. 

 
Moving onto the CKX acreage in particular, we can examine their properties using a property tract map 
that the company provides on their website.  By overlaying this with local demand centers we can 
examine their geographic proximity, which should give one indication on the quality of the property.  My 
search shows that the majority of CKX’s land is within a 20-mile radius of a point of demand.  



 
Note: Blue acreage is 100% owned, red acreage is 16.7% owned, and yellow acreage is other percentile owned. 

 
In addition to geography its important to understand the quality of the inventory of a timber tract.  As 
you can imagine a tract planted many years ago and ready to be harvested into sawtimber is worth a lot 
more than a recently harvested tract that will take time to grow (it typically takes 20-30 years to harvest 
the higher value sawtimber).  I know that this is not the most quantitative analysis, but I utilized Google 
Earth images to get a sense for how dense the CKX properties are.  I choose to label them on a scale of 
1-5 with 5 being the densest.  Here is an example of how these tracts compare. 
 

Level 1 Level 2 Level 3 Level 4 Level 5 

 
I decided to focus on the land that was closest to a point of demand and chose a 10mi radius which 
accounted for 3.9k acres.  The results were promising with a qualitative score of 4.0.  I subsequently 
selected a few larger tracts to make sure that I was getting enough of a sample size.  All in I reviewed 
over half of their properties and generally found the images to show good density. 
 



Manufacturer Plot # Net Acreage % Total Timberlands MRCM Score 
   GP (Lumber) 22 1,755 17% 4.3 
   IP (Pulp) 29 1,461 14% 3.7 
   Roy O Martin (Lumber) 6 409 4% 4.4 
   BC (EWP) 1 200 2% 2.0 
   BP (Pulp) 1 121 1% 3.0 
Total within 10mi 59 3,945 37% 4.0 
   Other Large Plots Outside 10mi 4 1,637 15% 4.6 
Analyzed Plots 63 5,582 53% 4.2 
 
Timberland Valuation 
 
Without knowing the amount of inventory that CKX is sitting on we have to rely solely on a value per 
acre.  My guess is that it is substantial given the Google Earth analysis and the fact that the company has 
historically only harvested 1.5 tons / acre while Weyerhaeuser south, Rayonier south, and Deltic have 
averaged 3.5, 2.9, and 2.4 respectively.  Catchmark, the pure-play southern timber REIT, has been the 
most aggressive at 4.5.  Each ton of southern timber is generally worth $15-20 but varies based on 
location as well as mix (pine vs hardwood, pulp vs sawtimber vs chip n’ saw). 
 
Transaction comps: A look at prior large transactions in the area show that they are generally around 
$2,000 / acre.   
 
Seller Acquiror Date Acres Inv / acre 

(tons) 
$ / acre Location Note 

Catchmark Forest Inv. 
Associates 

8/22/2018 56,000 - $1,416 TX & LA Does not include 
timber inventory 

Deltic Potlatch 10/23/2017 530,395 44 $2,142 AK & LA Backs out $262mm 
for manufacturing 
(8x LTM) 

Weyer-
haeuser 

Twin 
Creeks 

10/12/2017 100,000 NA $2,025 MS (80%) & 
GA (20%) 

MS is unattractive 
from a 
supply/demand 
perspective 

Plum 
Creek 

Twin 
Creeks 

9/15/2015 260,000 NA $2,150 AK, MS, AL, 
GA, SC 

 

Various Rayonier 6/30/2018 12,200 46 $2,090 LA From ’15-’18 SYP 
sawtimber prices in 
LA +2% 

 Catchmark 11/3/2014 21,300 44 $1,808 Beauregard, 
LA 

Same parish as CKX. 
From ’14-’18 SYP 
sawtimber prices in 
LA +5%. 

 Catchmark 7/7/2014 55,671 45 $1,904 GA (95%) & 
FL (5%) 

 

 Catchmark 4/14/2014 36,300 40 $2,039 GA & TX TX acreage around 
Panola on east part 
of state 

 
Current listings: Through a search of land brokers (Lands of America, LandWatch) I found several timber 
listings located in CKX’s parishes.  These posts indicated that the ask is generally $2,700 / acre. 



 Calcasieu (35% of CKX acreage): Median of $2,748 across 10 listings. 
 Beauregard (26% of CKX acreage): Median of $2,700 across 27 listings. 
 Allen (18% of CKX acreage): Median of $2,590 acre across 19 listings. 

 
Trading value: Catchmark Timber Trust (“CTT”) is the best comparable given its historical 100% mix 
towards southern timberland and lack of other business lines (i.e. real estate development, 
manufacturing).  While valuation has fluctuated recently, in large part due to the negative WSJ article, a 
fair range has been in the $1,600-$1,800 / acre level. 

 
 
Agricultural Land 
 
CKX owns 2,380 net acres that it classifies as agricultural.  Current listings for “farm and ranches” in the 
same brokerages used above indicate that asking prices are typically in the $5,000 / acre range, though 
there appears to be more variability. 

 Calcasieu: Median of $5,900 across 15 listings. 
 Beauregard: $5,849 across 14 listings. 
 Allen: $3,500 across 5 listings. 

 
One of the initiatives that the company is currently taking is to position some of its agricultural land for 
ranch redevelopment.  By making some minor improvements (i.e. fences, road) CKX is able to increase 
the value of its property to $7,500 and may even get $10,000 depending on location.  In Q1 2019 they 
sold 17 acres at an average price of $7,529.  They have already earmarked ~100 acres that could easily 
fall into this bucket. 
 
Metropolitan Land 
 
The highest value / acre land that the company owns is in the southeastern part of downtown Lake 
Charles.  The 194 net acres are part of the WLP JV (CKX has 17% interest in 1.2k acres).  The economy of 
Lake Charles is heavily influenced by oil and gas revenue, and more recently, has benefitted from LNG 
activity.  This property is well suited for residential development.  In fact a separate tract of land to the 
northeast of CKX is currently being developed for a planned living community (MorganField).   
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In Q2 2007 Walker Louisiana Properties sold 100 subdivision acres at a price of $19,121 / acre.  This was 
over a decade ago - considering inflation and economic improvement it is fair to say that prices today 
should be higher.  I believe that the company can achieve around $25,000 - $35,000, a level which is 
justified by recent transactions and current listings from Zillow.   
 

 

Property Type Acres $ / Acre 
A Sold ‘18  10 $25,262 
B Sold ‘16 15 $3,082 
C Sold ‘18 6 $35,714 
D Sold ‘16 7 $49,168 
E Sold ‘16 33 $3,021 
F Sold ‘18 5 $92,362 
G Sold ‘19 19 $14,197 
H For Sale 20 $141,570 
I For Sale 5 $67,575 
J For Sale 96 $55,097 
K For Sale 14 $14,486 

 
Oil & Gas Royalty 
 
The company has historically received a decent stream of oil and gas revenue.  As this pertains to 
royalties on their land we do not have information about various operating metrics, such as remaining 
reserves or depletion rates.  Since 2006 their oil volumes have declined at a 7% CAGR while their gas 
volumes have declined at a 10% CAGR.  Due to the lack of financial clarity pertaining to operations as 
well as the inherent reliance on commodity prices, this earnings stream deserves a very modest 
multiple. 
 
Catalysts 
 
There are several potential catalysts that I can envision: 
 

1. Acreage dispositions 
2. Improvement in investor relations / clarity on NAV 
3. Acquisitions 
4. Development of metropolitan land 

 


